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ATTACHMENT

Parsphrese of Hong Kong Cable #358lL, dated 31 May, to State

the U. 5, Consul Ueneral on ay and expresse wing views

regarding the Chinese Cormunist situationt

s, The Peiping regims is not efficient. It lacks anthority
at the working level and teohnicul knowledge at the top
level.

b This inefficiency is illustrated by Peiping's fallure
%o obtain urgently needed paper and pulp from Sweden
‘becanse of excessive delays in reashing a decision,

¢e. The effective functioning of the regime is severely
handicapped by its barter system of foreign trade, in
sccordance with which the Communists demand the dslivery
of Weatern goods in Chinese ports before they license
Chinese exports to the Wast; rigid atthherence to this
policy results in impossible finanoing problems and une
acceptable risks for Western traders.

25X6A 4o Mbeliem that the military and industrial
poten of Comminist China has been sericusly over-

rated by the U8 and other Westem nations. He believes
China's need for strategic commodities of all kinds is
desperate and that the country is gravely impoverished,
if not bankrupt,

@, The Commnist Chinese desperately need shi and have
several times sought to charter —
I eels shipping to be the Achilles heel of the
25X6A regime and thinks a "very effective squeeza" could be
placed on the Chiness if Yherremionmedweiassaxidet no
UN members would permit their ships to call at Chinese
ports.

f. The whole prestige of the Pelping regime appmntly is
staked on the gcquisition of Formosa.

25X6A

ge Heavy camualties in Korea probably will not compel the
Chinese Commnists to abandon their efforts thers, but
loss of ams and particularly artillery is having an
effect, These losses can only be made up by the Soviets,
who will affix conditions on any supplies that they furnish.
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ho In final interview wi 25X6A

asked if he might convey any word to h -
ment regarding a possible Korean truce. 25X1X
daid not mp]’o

o considers Map firmly in contol and
25x6A 1 m.th although he suffers from high blood

~ pressure, Chu Teh seems 40 be the heir apparent,
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